II. THE EURO AND THE INTERNATIONAL SCENE

A. The Euro and the International Scene
The introduction of the euro will have major consequences for countries outside the Eurozone. As a trading currency, it has an important role to play in international commercial relations.
The policies of the European Central Bank are centered on the stability of the single currency, therefore the euro is expected to constitute a reserve currency and contribute to the stabilization of the international monetary system.
B. Characteristics of the Eurozone
The Eurozone is very similar to the United States in the size of its economy; progress has been made in increasing its openness.
The population of the Eurozone (about 290 million inhabitants) is slightly larger than that of America and roughly double the size of Japan.
Its economy is extensive and contributes more than 20% of the global domestic product; consequently it has a purchasing power equaled only by that of the United States.
The European Union represents the most powerful commercial bloc in world trade and has an increasing part to play in it; in fact its gross product (38.3% in 1996) is larger than that of the United States (32.5% in 1996) . At present, the balance of payments surplus in the European Union is greater than that of the United States, although less than that of Japan.
Over the last 10 years there has been an increasing convergence and interdependence at the economic and political level among the Eurozone countries.
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C. The Effects of the Euro for Third Countries
The introduction of the euro will benefit not only companies in the Eurozone but also those in other parts of the world.
Exporters and importers in third countries will have a reduction in their transaction costs as their payments will be denominated in a single currency.
Third countries may regard the euro as their reference currency; this will have a stabilizing effect in the long term.
European financial markets will be more stable and the cost of borrowing will go down. Companies will benefit from greater competition.
The areas that are expected to be highly influenced by the Eurozone are: Central and Eastern Europe, the Mediterranean basin and Sub-Saharan Africa. However, even for developing countries influenced by the US dollar, the euro will bring more transparency and simplification in trade activities.
D. The Countries of the Mediterranean Basin
The EU is the principal economic and financial partner for the countries of the Mediterranean basin. It accounts for 50% of trade in goods and services in the region, rising to 60% for the If the Mediterranean basin wishes to benefit from the new European environment, it has to accelerate the rate of its structural reforms, liberalization of trade and movement of capital.
The euro represents a new stabilizing factor in their external relations.
E. The Euro and the Stability of the International Monetary System
The introduction of the euro is expected to contribute to the stability of the international monetary system.
The growing importance of the euro will have two consequences:
1. The European monetary policy will have a larger impact on the financial markets of the world, and the influence of the ECB is likely to increase. This will probably lead to a demand for greater coordination at the level of international monetary co-operation.
2. The euro, as the major trading currency, will prevent excessive fluctuations in exchange rates.
III. THE IMPACT OF THE EURO ON DEVELOPING COUNTRIES' TRADE
A. New Solutions for a More Competitive Market
Non-European enterprises will benefit from the existence of a single market, as penetrating one market will be easier than penetrating twelve. The Eurozone will be a powerful attraction to establish business, as the potential customers are 300 million people.
However, the single currency also poses some important challenges in the marketing area, in financial services, in legal business, and in information technology. In fact, as competitiveness grows, the relationship with external counterparts must change.
The changes will affect relations between customers and suppliers. As regards exports, certain countries were often penalized by currency fluctuations against certain European currencies. This will not happen any more.
The effects of the euro on imports and the possibility of comparing purchases at competitive prices will generate lower costs.
Other significant economies will include labor costs, treasury costs and reduced costs of currency conversion and commissions. These are the benefits of convergence, which are open to currencies that form part of the euro.
Cost savings have already been achieved now that the availability of finance is greater as markets are more liquid and costs lower.
B. Conversion Rates Versus the Euro
The euro became the currency of eleven member states on 1 January 1999. The substitution of the euro for the national currency in all legal instruments will take place on 1 January 
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Notes:
1 If a currency is named, the country pegs its currency to the named currency, and the parity is shown in parenthesis. 
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C. Positive Effects of the Euro on Third Countries
The introduction of the euro will have an impact on third countries as well. Thanks to it, third countries will simplify their arrangements and have new opportunities: just one invoicing currency will be used when trading with countries of the Eurozone, prices in the Eurozone will be similar so the process of costing sales will be simpler, investing in the Eurozone will be very attractive as markets of euro derivatives are among the deepest and the most liquid in the world, financing opportunities in Europe will be increasing.
D. Financing in Euros for Non-European Businesses
The euro provides financing opportunities for non-European If no hedge is possible, it should be reviewed whether it is worth taking a loan in a different currency from that of one of the revenues to the business.
IV. MILESTONES TO THE SINGLE EUROPEAN CUR-RENCY
A. Phases of the European Monetary Union
To complete the European Monetary Union, three phases have In order to guarantee the budgetary discipline required by the single currency the Stability Pact came into force at the same time.
B. The Effects of the Euro
The creation of the euro aims to achieve several goals:
To make Europe more competitive and dynamic 
C. The Impact of the Euro on European Growth and Employment
The euro has had a positive impact on European growth and employment because it enhances commercial exchanges with the Eurozone by removing the exchange rate risk.
The euro will have an impact on prices in the Eurozone: it will stimulate commerce within the single market and it will enable consumers to compare prices easily.
D. The Effects on Business
The euro will bring about greater competitiveness. The
European Monetary Union, in fact, enjoys the following benefits for business:
the euro eliminates the cost of exchange rate transactions, it facilitates the management of exchange rate risks within the Eurozone,
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it simplifies trade within the Eurozone.
The euro not only creates macroeconomic stability, contributing to greater trade and investment; but it also improves financing conditions for business because of its low interest rates.
E. The External Benefits of EMU
On the worldwide level the euro has two major benefits.
Firstly, it will lessen the effect of international currency fluctuations on Europe as a whole. Secondly, it will bring about a progressive decline in the international domination of the US dollar.
The introduction of the euro serves to increase the liquidity of the financial markets on three levels: 
F. The Path of Monetary Union
The path to monetary union has three main dates:
1 January 1999: the European Monetary Union was put in place and the euro was adopted as the single currency for the participating Eurozone States.
1 January 2002: euro-denominated coins and notes will be introduced.
At a date to be fixed by each country, but no later than 1 July, the coins and notes of their individual currencies will be withdrawn.
Following 1 January 2002
As of 1 January 2002 euro notes and coins will be brought into circulation. National currency notes and bills will be progressively removed. In actual fact, it is likely that there will be two currencies, the euro and the national currency, circulating side by side for a certain period.
As of 1 January 2002 all wholesale payments and non-cash payments will be made only in euro. National currencies will be converted at the respective rates of exchange fixed on 1 January 1999.
From 1 July 2002 at the Latest
As of 1 July 2002, all member States have agreed that all payments will be effected in euro. From that date all national currency notes and coins will be withdrawn from circulation. The euro will be the sole currency; but this will not imply a uniform economic performance across the board. Although a strong convergence has been achieved, further steps have to be taken in order to align the economies of member States. In summary, an effective monetary policy that wishes to achieve price stability requires a variety of disciplines to be pursued in a coordinated manner.
G. Single Currency Policy
V. CONCLUSIONS
The arrival of the euro has already begun to facilitate open borders and freer, more competitive trade within Europe itself.
The euro is going to be the currency of the world's most significant trading bloc so its effect on third countries and in particular on the Arab Zone is bound to be considerable. For them the new currency will serve to counterbalance the supremacy of the US dollar. The euro will increase competitiveness and
R E V I E W
Vol. 3, No. 2 October 2001
Financial Markets cost effectiveness in business and trade relations. The costs of exchange transactions are set to diminish, while the low costs of financing purchases, debt and equity will also make it a viable financing currency.
It is likely to take several years before the euro's full importance, strength and influence is fully understood. By then, however, entrepreneurs in the Eurozone and in third countries will have experienced the impact of the new currency on their business which this article has attempted to describe. (invert, data) Graph 1 shows the relationship between the euro and the US dollar in early November 2001:
Graph 1 Euros to 1 USD
Source: Internet (BBC Business News) 
